MARCH 1959 


reading 
management 


4 


Editor 


Associate Editors 


Editorial Assistant 
ANNE 


Circulation Manager 


Advisory Board 


ALLEN 
Marvin 
CorrMAN 
GRAHAM 
HANLEY 
Roy Larsen 
Joun 


Jr. 
NATHANIEL 


Dean the Graduate School 
Business Administration 


STANLEY TEELE 


Published monthly Baker 
Library, Harvard University 
Graduate School Business 


Administration. 


the 


The Executive has two objectives: 
First, select from the tremendous out- 
pourings from the presses those books, 
pamphlets, speeches and periodical arti- 
cles which appear most significant 
for the busy executive. The selections 
will oriented toward providing 
broader background the social, politi- 
cal, economic and business problems 
today. Second, present brief abstracts 
which will summarize approximately 
500 words the essential features the 
original. 


The abstracts The Executive repre- 
sent statements the authors and 
not necessarily express the opinions 
the abstractors the editorial staff. 


The Executive welcomes suggestions. 
hope you will tell about readings 
which you have found helpful. 


Address all communications The 
Executive, Room 324, Baker Library, 
Soldiers Field, Boston 63, Mass. 


Subscription rates: $5.00 per year, 
$0.50 per copy—United States, Canada 
and Pan-American Postal Union. $6.00 
per year, $0.60 per copy elsewhere. 


Copyright, 1959, the President 
and Fellows Harvard College. 


Second class postage paid Boston, 
Massachusetts. Printed the Wellesley 
Press, Wellesley, Massachusetts. 


MARCH, 1959 VOLUME NUMBER 


BOOKS AND PAMPHLETS 


The American High School Today 
James Bryant Conant 
radical alteration necessary 
order improve our public high schools. 


Business Responsibility Preserving Freedom 
Erwin Canham 


The outcome the Soviet economic challenge will depend upon our success 
making our economic system more effective. 


Forging New Sword: Study the Department Defense 
William Kintner association with Joseph Coffey and 
Raymond Albright 
The Defense Department must prepared not only deter nuclear attack 
but also cope with actions short general war. 


Longer Life 
George Soule 
What happens those who survive and remain well after sixty-five 
critical importance all us. 
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William Vatter 
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Does Rate Return Measure Business Efficiency? 
Overemphasis rate return can misleading ignorance it. 
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Ephraim Rosen 
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Personality traits are less important than intelligence determining 
executive’s potential. 


Quality Luxury Cannot Afford? 
Fred Hauserman 
YPO Enterprise 


Planned obsolescence depends for its success distortion basic values. 


The Latest Soviet Economic Plan and Growth 

Joel Darmstadter 

Looking Ahead 

The Soviet blueprint calls for sober reflection, not for outright disbelief 
undue anxiety. 


Management Raids and Proxy Fights 

Brainerd Chapmen 

Public Relations Journal 

Proxy fights can prove fatal their first symptoms aren’t properly diagnosed 
and action taken. 


New Economic Strategy 

Barbara Ward 

The Atlantic Monthly 

The Western nations have mistaken the nature the world which they 
live and thus have real desire act. 


Six Major Challenges For Personnel Administration Foreseen the 60’s 
Edith Conner 

Office Management 

The relative quality and ability personnel will always more important 
office than assembly line. 


Some Limitations Operations Research 

George Odiorne 

Michigan Business Review 

men try reduce business risk describing where the probabilities 
success and failure lie. 


Spending Ourselves Rich 

First National City Bank Monthly Letter 

The DAC formula for stimulating economic growth formula self- 
deception. 


The Startling Impact Private Pension Funds 

Business Week 

The growth corporate pension plans has been fast and hodgepodge 
that nobody has been able size them up. 
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THE AMERICAN HIGH SCHOOL TODAY* James Bryant 


New York: McGraw-Hill Book Company, Inc., 1959. 140 pp. $2.95 
(paperback edition $1.00). 


For the American the nineteenth century equality came 
mean, above all, equality opportunity equal start com- 
petitive struggle. The power the twin ideals equality opportu- 
nity and equality status was enormous. Moreover, was evident 
that the American people had come believe that more education 
provided the means which these ideals were realized. 
consequence our economic history and our devotion the ideals 
equality opportunity and status, the “comprehensive” public high 
school, providing education for all the youth living town, city 
district, has become characteristic our society. 

The three main objectives comprehensive high school are: 
first, provide general education for all future citizens; second, 
provide good elective program for those who wish use their 
acquired skills immediately graduation; third, provide satisfactory 
programs for those whose vocations will depend their subsequent 
education college university. Most the schools visited 
and staff have had graduating class one hundred more. 
convinced that small high schools can satisfactory fulfilling the 
objectives comprehensive high school only exorbitant expense. 
Thus, should like record this point conviction that many 


*This volume the first projected series publications known 
the Carnegie Series American Education. 


Emeritus Harvard University, and former High Com- 
missioner Germany. 


states the number one problem the elimination the small high 
school district reorganization. 

There are three initial requisites for the successful operation 
high school: first, school board composed devoted, intelligent, un- 
derstanding citizens who realize fully the distinction between policy 
making and administration; second, first-rate superintendent; and 
third, good principal. 

Before presenting number specific recommendations, few 
words explanation may order. recommendations are based 
what observed. Almost without exception, can point one 
more schools which the recommended practice can found, not 
experiment, but something tried and tested over the years. 
Taken together, they outline the important characteristics satis- 
factory high school which widely comprehensive. Because have 
been interested determining the characteristics satisfactory 
comprehensive school, the recommendations may appear too conserva- 
tive. Yet follows from the premises study that recommen- 
dations would include only what found well-established features 
least one school. 

Recommendation The Counseling System. satisfactory 
school system the counseling should start the elementary school. 
There should one full-time counselor for every two hundred fifty 
three hundred pupils. 

Recommendation Individualized Programs. should school 
policy that every student has individualized program. With such 
programs, the students themselves not feel that they are labeled 
according the program they have chosen the ninth tenth grade. 

Recommendation Required Programs for All. (A) General 
Education four years English, three four years social studies 
(including two years history), one year mathematics, and one 
year science. (B) The Elective least seven more 
courses which there significant sequence courses, either lead- 
ing the development marketable skill those academic 
nature. (C) Standards for Pass and Failure work the aca- 
demic elective courses foreign languages, mathematics, and science 
should judged standard high that the students who 
not have the ability are prevented from continuing the sequence. 
the other hand, for the required courses, student may given 
passing grade has worked full capacity whether not certain 
level achievement has been reached. 

Recommendation Ability Grouping. the required subjects. 
and those elected students with wide range ability, the students 
should grouped according ability subject subject. 

The awarding diploma evidence only that student has. 
(1) completed the required work general education and (2) has 
finished satisfactorily certain number elective courses. addition 


the diploma, each student should given durable record the 
courses studied four years and the grades obtained. Employers 
should encouraged ask for rather than merely relying 
diploma. 

Recommendation English Composition. The time devoted 
English composition during the four years should occupy about half 
the total time devoted the study English. Each student should 
required write theme week. addition, schoolwide composi- 
tion test should given every grade. 

Recommendation Diversified Programs for the Development 
Marketable Skills. The school administration should constantly 
assess the employment situations those trades included the voca- 
tional programs. When opportunities for employment given trade 
longer exist within the community, the training program that 
field should dropped. The administration should ready intro- 
duce new vocational programs opportunities open the area. 

Recommendation Special Consideration for Very Slow Readers. 
Those pupils who the grade read level the sixth grade 
should instructed English and the required social studies spe- 
cial teachers, and should kept out the regular program. 

Recommendation The Programs the Academically Talented. 
The following program should recommended minimum: four 
years mathematics, four years one foreign language, three years 
science, addition the required subjects. Counselors should try 
identify early possible the potential members this group. 

Recommendation 10: Highly Gifted Pupils. Highly gifted pupils 
may too few number warrant special class. this case, 
special guidance officer should assigned them tutor. 
enough students are available, these students should take one more 
courses the Advanced Placement Program the twelfth grade. 
Under this program student may take college courses and may 
subsequently given credit for them. 

Recommendation 11: The Academic Inventory. order pro- 
vide statistics about the education the academically talented, each 
year the principal should provide academic inventory summarizing 
the programs these students the senior class without giving their 
names. 

Recommendation 12: Organization the School Day. The school 
day should organized that there are least six periods addi- 
tion the often-required physical education and driver education. The 
flexibility provided such arrangement allows the academically 
talented student elect wide academic program 
courses. 

Recommendation 13: Prerequisites for Advanced Academic 
Courses. Standards advanced courses should such that those who 
enroll each successive course sequence have demonstrated the 
ability required handle that course. 
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Recommendation 14: Student Ranking. The graduating class 
should not ranked the basis grades obtained all subjects. 
many schools the desire rank high has led bright students elect 
easy courses order obtain high grades. 

Recommendation 15: Academic Honors List. the end each 
marking period list should published the students who had 
elected courses recommended for the academically talented and had 
made average grade Those students whose achievement was 
outstanding the “commercial” courses should also receive some 
special recognition. 

Recommendation 16: Developmental Reading Program. school 
should have the equipment for developmental reading program 
increase reading speed and comprehension. 

Recommendation 17: Summer School. The school board should 
operate tuition-free summer school which courses are available 
not only for students who have repeat subject, but also for the 
bright and ambitious students who wish use the summer broaden 
the scope their elective programs. 

Recommendation 18: Foreign Languages. The school board 
should ready offer third and fourth year foreign language, 
matter how few students enroll. Moreover, the guidance officers 
should urge the completion four-year sequence one foreign 
language. 

Recommendation 19: Science Courses. All students should obtain 
some understanding the nature science and the scientific approach 
required course physical science biology. This course should 
given least three sections grouped ability. 

Recommendation 20: Homerooms. For the purpose developing 
understanding between students different levels academic 
ability and vocational goals, homerooms should organized such 
way make them significant social units the school. 

Recommendation 21: Twelfth-Grade Social Studies. the 
twelfth grade course American problems American government 
including material economics should required. Each class should 
cross section the school order develop not only under- 
standing the American form government, but also mutual respect 
and understanding between different types students. 

can sum conclusions few sentences. The number 
small high schools with graduating class less than one hundred, 
limited guidance facilities and diversity academic scope because 
their size, must drastically reduced through district reorganiza- 
tion. Aside from this important change, believe radical alteration 
the basic pattern American education necessary order 
improve our public high schools. think one general criticism, how- 
ever, would order: The academically talented student, rule, 
not being sufficiently challenged, does not work hard enough, and 
his program academic subjects not sufficient range. 
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American secondary education can made satisfactory only 
citizens display sufficient interest their schools. Therefore, con- 
clude addressing this final word them: avoid generalizations, 
recognize the necessity diversity, get the facts about your local situa- 
tion, elect good school board, and support the efforts the board 
improve the schools. 


BUSINESS RESPONSIBILITY PRESERVING FREEDOM 
Erwin Canham* 


In: 1958 Annual Meeting the Life Insurance Agency Management 
Association (276 pp.). Hartford: Life Insurance Agency Management 
Association, 1958. pp. 91-113. 


not chance that private property and free competitive 
enterprise are the main targets communist totalitarianism. Those 
who are active the free enterprise system will need bear the brunt 
the Soviet economic challenge. Moreover, large part the out- 
come will depend upon our total success failure making our 
system work more effectively. 

first point about making the free competitive economy the 
United States work more effectively involves one the great unsolved 
problems this age: inflation. Dr. Harold Moulton The Causes 
Inflation emphasizes the cost production being primary factor 
which pushes prices up. When the cost labor exceeds the produc- 
tivity labor you are bound have inflationary situation. Fur- 
thermore, points out that understanding where our self- 
interest lies must hammered home organized labor, manage- 
ment, and all other elements: the fruits better and more 
productive economy will benefit all. 

The second point the need participate more effectively the 
political process. Those who wish counterbalance the brilliantly 
effective political power organized labor cannot this merely with 
contributions party’s war chest. The political job need put 
the highest estimate, terms goal American life, participa- 
tion the political process. Everybody has got recognize that far 
more time must budgeted businessmen for political work. But 
this only one part it: equally high value must placed 
the man who makes politics his career. 

The third point the need re-examine the values which 
cherish our total way life, and perhaps revise the priorities that 
give some them. important not regard conspicuous 
consumption and luxury the ultimate goal life. Rather should 
consider the inner values which enrich man and enable his thinking 
become more imaginative and responsive the needs the day. 


*Editor, Christian Science Monitor. 
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This would require tremendous amount work re-examining our 
educational process. 

The necessity understanding more clearly the real meaning 
man’s new relationship nature the fourth point. The danger 
permit the dominion have over the material environment make 
certain sense more deeply enslaved materialism than ever 
before. have seemed permit our lives set false standards 
and values and even the most advanced our material civilization 
accept the god mammon rather than true God our goal. 

Another way defining business relationship would simply 
say that civic citizen relationship. this broader content 
there somewhat more elaborate list unfinished tasks which face 
every one us. One them, course, the need preserve peace: 
transitionally, means adequate military power, but fundamentally, 
reducing the misunderstandings between peoples which produce 
armaments and war. 

The next point the need understand the true nature free 
society, both political and economic, people the western world 
have sought live during their best moments and make this 
nature clear the undecided, uncommitted peoples the world. 
The free system the truly liberating revolutionary force the world. 
not reactionary; not pointed backward but pointed forward. 
The revolution does not lie the words Karl Marx; lies the 
slowly unfolding development society based the importance 
the individual man. 

There also need preserve the individual from massism, from 
mass thinking age which utilize the advantages mass 
production, mass distribution and mass communication. must use 
these tools, but must not abused them. must always stress 
the values individualism. 

the last years have wrought this nation, without ever 
planning the basis any blueprint, system voluntary collective 
action which going our salvation. One cannot overstate how 
valuable this kind free collectivism is. have many, many forms 
voluntary collective action: Community Funds, Community Chests, 
Community organizations which have accepted large measure the 
responsibility meeting the humanitarian and social needs our 
nation. Think what our society would like all this were done 
government rather than citizen action! 

When free society comes the point where realizes that 
more advantageous pool experience and knowledge and skill than 
hoard it, that society has turned very important corner 
social organization. Our national society has virtually turned that 
corner. This relatively new system voluntary organization gives our 
society articulation and strength which cannot exaggerated, 
and provides with means reaching across national frontiers and 
peoples talking peoples terms their collective experience. 
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FORGING NEW SWORD: STUDY THE DEPARTMENT DEFENSE 


William Kintner association with Joseph Coffey and 
Raymond Albright* 


New York: Harper Brothers, Publishers, 1958. 238 pp. $4.50. 


The Department Defense was created 1947 The National 
Security Act. The unification the military departments achieved 
under was more compromise between the Army’s and the Navy’s 
organization than ideal defense mechanism. Moreover, the act 
aimed directly contradictory objectives. While unification was the 
over-all goal, the objective civilian control was established through 
strong civilian authority the head each military department, 
well the over-all civilian authority, the Secretary Defense. This, 
effect, strengthened service separatism the expense unification. 
The over-all integration defense policies was accomplished 
through cooperation rather than top-level directive. 

The 1949 amendments strengthened the authority the Secretary 
Defense making him the sole representative the National 
Security Council from the military establishment and eliminating 
direct appeal the President the Bureau the Budget the 
military departments. The philosophy coordination mutual co- 
operation was substantially modified this expanded central authority. 

The urgent need for further improvement was recognized 
result the Korean War. The most serious weakness exposed was the 
lack sufficient ready army and tactical air forces. This shortcoming 
revealed failure correlate adequately strategic requirements, the 
budget process, and costs. answer these problems, and acting 
the proposals the Rockefeller Committee, the President sought 
clarify lines authority strengthen civilian responsibility: 
“No function any part the Department Defense any 
its component agencies performed independent the direc- 
tion, authority and control the Secretary Defense.” 

The specific shortcomings the present organization the 
Defense Department may dealt with under six headings: 

Civilian Control. Since military forces are usually powerful 
enough take over control the society, fundamental our 
political heritage that they subordinate civilian control. However, 
foggy admixture civilian and military functions weakens decision- 
making the current defense organization. Professional military men 
are trained make clear-cut decisions among alternative courses 
action; contrast, civilian officials are accustomed reaching deci- 
sions compromises which reflect consensus acceptable the ma- 
jority. Extension the compromise pattern decision-making into 
the area military operations proves detrimental speed and pre- 
cision just the use over-simplified alternatives upsets the delicate 


*William Kintner and Joseph Coffey are both Colonels the United 
States Army. Raymond Albright foreign affairs officer the Office the 
Secretary Defense. 
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political-economic-military relationships high level national security 
policy. 

Planning: National Policy and Strategy. The Defense Department 
has two broad responsibilities the area national security policy: 
first, the Department planning must reflect national policies, and must 
represent the coordinated views all its elements; second, must 
develop sound strategic doctrine upon which base the design and 
employment the armed forces. 

There has been real agreement strategic concepts because 
the newness various weapons systems and the failure develop 
theories for their integrated use, and because each service supports 
concept which enables claim independent and decisive role. 
The service failure reach agreement common approach means 
duplication facilities and the addition new weapons existing 
armaments without any plans for their optimum use. 

New Weapons New Tasks. The cycle through which techno- 
logical advances are introduced, developed, evaluated, procured and 
finally integrated complex process which cuts across many organ- 
izational and procedural lines. this area the fragmentation 
decision-making, requiring extensive coordination, compounded 
multiplicity staff: problems must flow through the secretarial level 
well the military staff before over-all coordination can achieved. 

Closely related this the question how best channel into 
defense programs the thinking creative scientific manpower. Under 
present conditions the net effect our procedures that not 
realize our national scientific potential. The Defense Department 
executive concerned with technological scientific advance more 
negotiator successful compromise than creative leader. 

Readiness for Action. The decision-making process the Defense 
Department must capable instantaneous transition from “cold” 
“hot” war. Though considerable progress has been made, there are 
continuing serious problems. basic flaw the present system the 
relationship the Joint Chiefs Staff and the Secretary Defense. 
The JCS are supposed provide sound military advice their 
civilian superiors. However, since JCS views are firm until the 
individual chiefs have their views writing, exceedingly difficult 
develop agreed staff-level views. Consequently, strategic considera- 
tions and political-economic-logistic factors which can only blended 
the top must wait for the Chiefs take position. 

Money and Management. The excess cost national defense 
derives from fiscal procedures and the duplication forces and instal- 
lations. The greatest single factor has been the inability the JCS 
and the military departments agree joint logistic plan which 
will support agreed strategic concept. Accordingly, each the 
services has used its own “unilateral” plan, and the extent that there 
have been duplications among the plans, these have been projected into 
all subsequent budget estimates. 


Motivation and Morale. order satisfy basic personnel re- 
quirements, the defense organization must offer adequate salaries, 
opportunity perform meaningful work, recognition conscientious 
effort, and opportunities for promotion. While this recognized, the 
turnover top-level career civilians increasing, quality decreasing, 
and many positions are remaining unfilled. addition, higher salaries 
and better working conditions private industry have caused military 
men leave the service. 

The critical shortcomings just described cannot resolved with- 
out changes the Defense Department’s organization. past trends 
continue, however, the result will further concentration authority 
the Office the Secretary and more detailed supervision the 
actions the military services. Such changes themselves will not 
effective. contrast, the changes which will suggested here 
not involve substantial adjustment the present mechanism any 
changes law, but nevertheless would represent progress toward 
remote objectives well immediate improvement. 

The first step the proper exercise control the Secretary 
confirm that the Joint Chiefs Staff are purely advisory 
committee and have only such directive authority the Secretary may 
delegate them. practice, the JCS have continued exercise 
independent authority, without reference either the Secretary 
Defense the civilian secretaries. 

Along with this clarification should similar delineation 
command channels. The essential step stop using the services 
intermediaries between the Secretary and the unified and specified 
commands, such the Strategic Air Command. All directives emanat- 
ing from the Secretary from any his staff agencies should 
straight the various field commands. Similarly all important mes- 
sages from such commands should directly the Secretary. 

Civilian control can more effectively established making 
the military chief each service directly responsible the secretary 
that department for the execution all tasks, administrative well 
military. Behind this apparently simple proposition lies the philo- 
sophical belief that the military can and should trusted run 
their own affairs subject only policy control. 

Despite these improvements inevitable that many matters 
referred the Secretary for decision. aid this work, the 
Secretary should provided with staff secretariat capable keep- 
ing him informed operations within the department and assisting 
him his task relating military requirements national policy. 

Within the area operations, the Joint Chiefs Staff should 
serve the Secretary guiding the planning and execution opera- 
tions the various commands. order carry out their task more 
objectively they should relieved from their operational responsibili- 
ties military heads the armed services. Moreover, the Joint Staff 
the JCS should reorganized integrated rather than tri- 


service basis and staffed selected civilians well military 
personnel. Also, should made more largely responsible for the 
development and coordination integrated strategic 
plans, with service cooperation but without any service power veto. 

The Defense Department should develop true program budget 
based military tasks and missions. Such program would have 
dual advantage. First, marrying categories (such Army, Navy, 
and Air Force expenditures for air defense) could for the first time 
get accurate picture what are spending for one purpose. 
Second, could determine what would cost maintain the present 
air defense and how much would required increase its effective- 
ness. addition, increased use should made single-service pro- 
curement and multi-service use installations, both for reasons 
economy and order blur service lines. 

The problem confront not unique. Each generation faces 

challenge its powers. Upon the American people has devolved the 
awesome responsibility guarding civilization which could de- 
stroyed instant. Certainly the task preparing the Department 
Defense for its role more difficult than problems that have 
faced the past. 
Comment: Much has been said and written about the businessman’s 
responsibilities Society. Few would disagree that the business execu- 
tive has responsibility, not only Society, but himself and his 
company, keep himself well informed matters affecting our 
national security and the cost maintaining that security. 

Forging New Sword once clear analysis the organiza- 
tional problems managing our Defense Department and indict- 
ment our government for compromising our defense objectives. 
fact, compromise, and the unsatisfactory management resulting there- 
from, the theme running throughout the book. The results these 
compromises force our defense organization into pattern which 
violates basic principles sound management. The ineffective status 
the Joint Chiefs Staff, the duality responsibility and authority 
functional staff offices, the confusion between “civilian control 
and “supervision military performance” are clearly docu- 
mented. The authors’ explanations how this slows the decision- 
making process and creates waste and inefficiencies our weapons 
programs are logical but shocking. 

Unfortunately, the solutions suggested the authors not reflect 
the same objectivity and skill does the documentation problems. 
This, rather than detracting from the value the book the reader, 
clearly serves illustrate the complexity resolving the many inter- 
related elements and interests and the difficulties faced demo- 
cratic government engaged competition with totalitarian nation. 

This easily-read bedtime story. Nevertheless, the importance 
the subject matter merits the serious attention all public-minded 
Americans. Stein, Jr., Lecturer Business Administration. 
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LONGER LIFE 


George Soule* 
New York: The Viking Press, 1958. 143 pp. $3.00. 


Though the common impression seems that healthy people 
deteriorate physical and mental competence after given age, 
what happens those who survive and remain well? This ques- 
tion critical importance each who looks forward the 
probability long life, and all who must help support those 
who longer are able support themselves. 

Let first summarize our observations the validity chrono- 
logical age indication failing powers usefulness. Scientists 
have been unable identify any process intrinsic the individual hu- 
man organism that accounts for aging the sense general biological 
decline. varied among individuals the observed process aging 
that there valid medical test for determining age. But, though 
all this may true, not relevant that the older person gets, the 
more likely die, suffer incapacitating illness? Though 
this belief roughly corresponds with the record the average, there 
are important reservations. When people die, they seldom die 
simple “old but rather some disorder that affects younger 
persons well. Thus, continuation the campaign against disease 
will prolong the lives the mature well the young. 

What shall doing when this normally expected stage our 
lives comes? Unless the economic state those over sixty-five im- 
proves, most the day dreamers who contemplate travel, rest and 
recreation are for rude awakening. The maximum income that 
any individual can receive under Social Security this writing about 
$1300 year. Though the annuitant may supplement his pension 
odd jobs, must make more than $1200 annually. Clearly, one 
should not expect financed pleasant retirement Social 
Security. individuals and the private institutions supple- 
ment the federal pension something more desired. 

Social Security was not designed discourage thrift, however. 
you save and invest before retirement, you can receive large 
income these investments may provide, without interfering with 
your old-age pension. the value one’s liquid assets $10,000, 
one’s income from them could scarcely larger than $400 year. Yet 
only 6.5 per cent the retired men 1951 possessed liquid assets 
$10,000 more, only 3.7 per cent the women, and 2.2 per cent 
the widows. these cases thrift had been far from sufficient meet 
reasonable needs for security high-income culture. 

The large number plans inaugurated private industry are the 
most recent and fastest-growing kind old-age pension. Although 
little known about these plans, rough estimate for 1955 placed the 
number affected them 13.3 million and the number benefi- 


*Also author Time for Living. 


ciaries 920,000. Almost all the recipients, however, are receiving 
amounts too small for their reasonable needs. 

Among the more specific problems raised the introduction 
pensions into the economy, the following deserve careful attention: 

Pension systems have caused many men superannuated 
forty. After that time the contribution new employees the pension 
fund will not sufficient finance the standard pension. 

Private pension systems interfere with the growth and flexibility 
our economy threatening anyone who quits with loss pension 
rights. 

Private pension plans accumulating more reserves than needed 
are putting such funds into the investment market. This turn could 
stimulate capital expansion, and would produce inflationary 
tendency. 

The economic reason for compulsory retirement rests the 
belief that the worker retired would not produce much per 
dollar wage younger person. Compulsory retirement com- 
petent workers, however, will have adverse dollars-and-cents effect 
the employer. The burden will turn taxes for Social Security, 
and perhaps the solvency his pension fund, the contributions 
must make it. 

Projected changes the future population indicate that whereas 
1940 there were the so-called working years (18-64) about two 
people every one under over 64, 1975 the ratio will 
greater than three two. these projections are correct, consider- 
able part any gain output per man-hour will needed 
support the increased number dependents. This conclusion suggests 
that about time take new look the common assumption that 
paid work must cease 65. 

The figures quoted above indicate that labor shortage will the 
near future create jobs for all who are willing and able work. 
Relaxation the age barrier, however, justified broader grounds. 
Whatever free time the economy permits likely put better 
use fairly shared among all potential workers regardless age, 
than those under arbitrary age are compelled work longer 
hours than they would prefer, order support compulsory idle- 
ness those older persons who feel need spend some their time 
the job, and are fit so. Moreover, the fruitful use free time 
must learned before middle life, those after middle life are 
have real chance spend their free time wisely. 

cannot sure what, any, are the unavoidable ills old 
age until remove the destructive effects that the segregation old 
people exerts them. aspect this segregation their living 
arrangements and, consequence, their social contacts. The inade- 
quacy housing for the old largely attributable the inadequacy 
their incomes. better means creating suitable living for the 
old provide low rent apartments new housing projects where 
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people all ages live. This might curtail the deadly mental attitude 
associated with segregation. 

Progress the problems old age may sought two main 
directions. One find more employment for older persons who 
want jobs and are competent; the other provide more adequate 
incomes for those who cannot find jobs, for justifiable reasons, 
not want them. addition, the following suggestions deserve serious 
consideration 

Remove the limitations earnings the federal Social 
Security legislation. 

Include “escalator clause” all pension plans which would 
increase the sum paid the cost living rises, with additional incre- 
ment paralleling any increase net national product per capita the 
population. 

Try halt and reverse the recent tendency require com- 
pulsory retirement fixed chronological age. 

Employees must try keep young, physically and mentally, 
and avoid getting “set,” arbitrary, “cranky,” and thus make retire- 
ment seem less necessary employers. 

These suggestions action should carefully examined the 


near future order that our society may make the desirable adjust- 
ments. 


DOES RATE RETURN MEASURE BUSINESS EFFICIENCY? 
William Vatter* 


N.A.A. Bulletin, Vol. 40, No. January 1959, pp. 33-48. 


Much has been written emphasize the importance the rate 
return investment the fundamental and over-all measure 
business results. The desirable features “rate return” computa- 
tions make them useful many situations, but they have certain weak- 
nesses and limitations that ought not overlooked. 

The rate return investment “obviously” related the 
profit motive. Therefore, seems possess inherent validity. 
However, business firm not merely profit-making device. The 
cold logic the enterprise system shows that competitive actions tend 
reduce profits the basic minimum, just enough keep capital 
the given risk. The rate return merely reflects the risk associated 
with given investment. Furthermore, rate return higher 
lower than the normal compensation for risk, indicating the presence 
some special factors, often occurs. There way establish 
objectively the rate return which just covers the normal risks 
industry; the rate measure must always relative measurement. 
Likewise, extremely difficult select the factors responsible for 
super- sub-normal returns. Thus, use the rate return the 
measure managerial effectiveness not dependable procedure, 
unless the factors contributing the profit and loss position can 
recognized, understood and allowed for. 

Moving from the conceptual level the measurement phases 
rate return calculations, several issues merit separate consideration: 
the measurement income, establishment the investment base and 
determination the scope application. 

The determination income has always been problem. Run- 
ning through the whole pattern accounting method, however, the 
idea that income time-oriented income figure 
uniquely related the time period covers. This raises many 
problems: the amortization past expenditures does not show the 

(Continued Page 25) 
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mind The Executive continues excellent 
guide reading. 
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and note your request for comment. enthusiastic about 
round-up current literature single topic. Two 
possible additional topics might be:— 

Corporation giving for charitable and 
educational purposes. 

Articles which businessmen refer earnings 
percentage invested capital. 

mention the latter because strikes that people 
given business ordinarily compare themselves others 
their industry without sufficient awareness the 
results that other industries obtain. 
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Baystate Corporation 
Milk Street 
Boston Mass. 


Dear Mr. Eiseman: 


Thank you very much for the kind words about The 
Executive. appreciate your thoughtfulness writing 
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and particularly for your suggestions about reviews 
current literature single topic. 

Let take the first one, first, corporation giving. 
Perhaps later can something about the other subject. 


First Choice 


Not too much has been written corporation philan- 
thropy, but there are some very useful, competently written 
studies this important field. think the first thing 
would would buy copy Corporation Giving ina 
Free Society Richard Eells (New York, Harper Brothers, 
1956. 210 pp. $3.50). Eells, who has been associated 
with General Electric for several years first 
educational consultant, later manager public relations 
research and currently consultant public policy 
research presents excellent over-view. describes 
his own book as: 

exhortation aimed the conversion corporate 
boards and managers into altruistic zealots. Boards, 
after all, are legally and morally responsible for the 
protection specific interests. But the enlightened 
self-interest that must guide corporation philan- 

thropy encompasses the balanced best interests 
number company's owners, its cus- 
tomers, its employees, its suppliers, and the public 
large—and not any these the exclusion the 
others. Corporation giving that ignores the interests 
society not philanthropy; neglects the long- 
range needs the business, becomes unjustifiable 
corporate assets. This dilemma 
nevertheless surmountable, and faced this book." 

Eells has also distilled good part his philosophy 
his magazine article, "The Rationale Corporate Giving," 
which abstracted from Western Business Review, Volume 
No. August 1957, pp. 99-104. (See our abstract 
The Executive, October 1957, pp. 26-27.) 


The "Classic" 


The next book would obtain would Emerson 
Andrew's Corporation Giving, published the Russell Sage 
Foundation 1952. (361 pages. Available from Russell 
Sage Foundation, 505 Park Avenue, New York 22, New York. 
$4.50.) 


Without doubt this the classic the field. 
sure, was written before the famous court decision, 
A.P. Smith Manufacturing Co. Barlow al. [26 N.J. 
Super. 106 (1953); affirmed, Atl. (2nd) 581; 346 U.S. 861 
(1953)]. The decision this case was truly landmark 
and has had important bearing corporate philanthropy 
since then. spite this Corporation Giving still 
very useful volume. presents factual historical 
picture corporate philanthropy well the scope and 
problems corporate donations 1952. Beneficiaries 
corporate giving, suggestions making wise choices, 
avoidance rackets, and legal and tax factors are all 
covered scholarly fashion. 


Manuals 


The National Planning Association issued 1952, under 
the editorship Beardsley Ruml, The Manual Corporate 
Giving handbook describing each the main fields 
corporate giving indicating the problems and possibilities 
each field from the viewpoint the potential corporate 
donor; also explains the practical do's and don'ts 
corporate giving. "In short" (according the Preface), 
"it has not been our aim tell the corporate donor why 
whom should give, but once has decided give, 
provide him with sound advice for making this contribu- 
tion yield the maximum benefits both the recipient and 
the donor." 

think you will find the first three chapters 
probably the most interest. They are: Public Policy 
and the Five Percent, Policy and Administration Five 


Percent Program, and The Legal Aspects Corporate Giving. 
The latter part the book dealing with fields activity 


suffers, feel, from trying say too much too little 
space. But least has the virtue bringing together 
one volume the thoughts the leaders such fields 
community projects, health and welfare, education, 
science and the humanities. (National Planning Associa- 
tion, 1606 New Hampshire Ave., N.W., Washington D.C. 
415 pp. $6.75.) 

Just recently (late 1958) the Dartnell Corporation 
(4660 Ravenswood Avenue, Chicago 40, Illinois) published 


loose-leaf manual How 300 Companies Handle Charitable and 
Educational Contributions. This how the 


" 


editors describe the purpose and scope their survey: 


Twenty years ago, corporate philanthropy was con- 
support various universities, colleges, institu- 
tions, and charitable agencies the United 
Since that time, civic-minded firms have been 
writing increasingly larger checks for such pur- 
poses, culminating total $520 million for 
the single year 1957. top that, highly placed 
executives are giving more and more their time 
and personal effort the Red Cross, Community 
Chest, Cerebral Palsy campaign, and similar causes. 
There can accurate estimate the intrinsic 
value that kind contribution, but when added 
the half billion dollars that can measured, 
the grand total monumental figure. 


Why does business contribute heavily its 
physical assets, not speak its most priceless 
possession—managerial ability? Has right 
so? under obligation carry such large 
part the community load? the course con- 
sulting with several hundred top executives 
American companies all sizes, engaged all 
kinds activities, the editors may not have found 
the ultimate answers, but they can report the 
prevailing thinking that exists the subject 
today. More important still, this survey brings 
out the open many the special problems which 
confront management connection with philanthropy 
and tells what participating companies are doing 
about them. 


Manual divided into these sections: 


Current Thought and Practice 

Planning the Over-all Program 
Determining How Much Give 

Some Tax Considerations 

The Beneficiaries Corporate Generosity 
Educational Giving 

The Foundation 

Handling Employee Contributions 

Product and Service Donations 

Working With the Union 


How Say "No" 

Conclusion 

Case Studies Company Giving 
Exhibits 


The Cleveland Survey 


you'd interested reading survey corporate 
giving one particular area would highly recommend 
study that was carried out the Harvard Business School 
Club Cleveland collaboration with group leading 
citizens, local, educational institutions and the Committee 
for Economic Development. They set out find out much 
they could about the pattern corporate giving 
Cleveland. think you will find this extremely useful 
document and valuable supplement Andrew's book 
Corporation Giving. 

Harvard Business School Club Cleveland, Inc., 
Corporate Giving Greater Cleveland. Cleveland, 
pp. 

(Copies available from the Harvard Business School 

Club Cleveland, Inc., 681 Union Commerce Build- 

ing, Cleveland 14, Ohio.) 


Useful Surveys 


The National Industrial Conference Board their series 
Studies Business Policy has issued three highly practical 
surveys: 


Studies Business Policy No. Company Policies 
Donations. (1945, pp.) 


Studies Business Policy No. 49: Company Policies 


Donations II: Written Statements Policy. 
(1950, pp.) 


Studies Business Policy No. 89: Company 


Contributions III: Policies and Procedures. 
(1958, pp.) 


Round-Table Discussion 


January and 20, 1956, the National Industrial 
Conference Board held three round-table discussions 
the subject corporate philanthropy. The record was 
published in: 
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The Why and How Corporate Giving. New York, 
National Industrial Conference Board, Inc., 
1956. 124 pp. 

The first discussion was Policy for Company Con- 
tributions. speech Homer Turner United States 
Steel was followed case studies Scott Paper Company, 
Corning Glass Works, and Esso Standard The imposing 
growth company contributions has led companies 
awareness that written policy with definite objectives 
will make for more effective giving. policy usually 
statement the broad principle which should underlie 
contributions and which represents the beliefs the top 
governing body the company. Section devoted 
specific instructions covering positive steps taken 
and certain prohibitions. 

The second speech, Edward Mergardt the National 
Better Business Bureau, How Budget and Administer Con- 
tributions, was followed case studies the American 
Brake Shoe Company, the Pittsburgh Plate Glass Company, and 
Koppers Company, Inc. The administration company 
contributions handled committee. most instances, 
requests for funds are forwarded the secretary the 
committee who screens them. donations budget issued 
company giving and provides management with yardstick 
for relating contributions other costs. Five major 
factors determine the size individual gift: size 
donee's budget, and amount raised previous year; past 
company practice; donations others; duplication work 
performed others; size community affected. Ways 
setting budget are described. Some companies have 
established charitable foundations. 

How Support Higher Education was the topic talk 
Seelye Bixler, President Colby College. Practices 
General Electric, the C.B.S. Foundation and General 
Motors Corporation were described. Eight billion dollars 
will needed during the next decade effective 
job higher education. Major types assistance and 
methods giving corporations are noted. The 
ment program requires extensive investigation and 
thinking. Company plans are characterized diversity 
approach. The two most common determinants selection 
institution for giving are colleges attended 
employees and proximity. Panel members were unanimous 


q 


the belief that when industry helps education 
helping itself. 


Periodical Articles 


There have been any number magazine articles this 
subject. Unfortunately many them are mere re-hashes 
the publications the N.I.C.B. the books Ruml, Eells 
Andrews. But let refer you two which have found 
particularly interesting the first because its cau- 
tionary note and the second because its recapitulation 
recent practices: 

Business Giving Can Backfire! 

Companies are giving much thought the social 
responsibilities nowadays—and rightly so. But 
you don't temper generous intentions with cool 
business judgment, you can get into hot water fast. 
Wayne Broehl, Jr. The Amos Tuck School 
Business Administration, Dartmouth College. 
Dun's Review and Modern Industry, July 1958, 

Vol. 72, No. pp. 35, 


Business Giving Stays High. 

Despite the lean recession year, corporate donations 
may come close 1957's $520-million. Generally, 
company foundations have made cuts, but indi- 
vidual givers have eased off bit. The trend 
toward more generosity education, less health. 
And the donors get choosy. Business Week, 
September 27, 1958, pp. 


Aid Education 


The Council for Financial Aid Education 
excellent source for further information. Write the 
Council, East 45th Street, New York 17, New York. Among 
other publications they have issued: Aid-to-Education 
Programs Some Leading Business Concerns. "Each com- 
pany program discussed purpose, direct grants 
institutions, indirect grants through associations, match- 
ing grants, scholarships, fellowships, cost education 
Supplements, and special programs. keep this 
binder current, the Council proposes issue new and sup- 
plementary information additional programs are announced 
and existing ones revised." The cost the manual 
$5.00. First issued 1956. 
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Implications 


The one magazine that has probably carried more articles 
this subject than any other the Public Relations 
Journal. you have access file, here are few 
articles which might interest you: 


September 1958. The Great Charity Debate: Two 
Points View, Both Involving Public Relations 
Concepts, clash the campaign for the "Charity 
Dollar". 


September 1958. The Corporate Foundation: 
Practical Vehicle for Aid Education. 


June 1957. The Art Corporate Giving: The 
Why's and How's. 


August 1956. Ground Rules for Giving: The 
Principles Which Standard New Jersey Acts. 


January 1956. Public Relations Aspects 
Corporate Contributions. 


November 1954. Corporate Giving Sensitive 
Tool P.R. 


March 1954. Should Corporations Give 
Philanthropic Causes? 


January 1954. How Develop and Administer 
Contributions Policy. 


Well, Mr. Eiseman, hope that this quick review has 
been use you. there anything further that 
can for you please let know. 


Sincerely yours, 


Editor 
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current effects present conditions; amortized cost can show only 
the effect acquisitions prior period. Some costs may directly 
assignable given revenue given periods with apparently 
high degree precision, e.g., sales commissions travel expense. 
Other costs may only assignable periods with fair precision but 
matched with revenue only imperfectly all for example, salaries 
paid research and development personnel. 

Another set problems arises from the fact that “income” 
still considered many people all-purpose truth. Actually, 
income means different things under various conditions. The conven- 
tional accounting notion income, for example, net earnings after 
interest charges and income taxation but before dividends. This shows 
interest and income taxes costs, but has the effect portraying 
equity capital costless source funds. This view does not 
portray the real situation. 

The rate return affected the amount investment well 
the income earnings. The amount assets shown any 
financial tabulation depends part upon the attitude that taken 
with regard “capital versus revenue” expenditures. has become 
the fashion charge any but the most obvious capital additions 
current expense. This would seem conservative and reduce 
the rate return, but the effect not simple may appear. 
$1,000 item which charged expense reduces income but leaves the 
investment base unaffected. this charge were treated asset 
addition, the income would not reduced but the investment base 
would increased. 

The effects different factors the investment base may alter 
the return investment various ways. number these factors 
are items which, though they may handled discretionary basis, 
may have considerably different effects upon reported net income. 
They may also deter appreciably the financial status, measured 
various means. The item deferred income tax alone becoming 
large enough published reports make substantial difference 
evaluating rate return. 

Indefinite when applied total investment situation, 
rate return becomes even more indefinite when applied parts 
investment situation. For example, the attempt apply rate 
return criterion division, product line, other part 
enterprise, gives appearance objectivity that does not really 
exist: classifications cost may made either the basis statis- 
tical behavior, method location control decisions mention 
only few. 

The usefulness rate return depends heavily the condi- 
tions which computed and the way which used. Over- 
emphasis the rate return can misleading ignorance it. 
Certainly, the rate return approach should used with the discre- 
tion that such measure requires. 
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EDUCATION AND ITS PROPER RELATIONSHIP THE FORCES 
AMERICAN SOCIETY Arthur Bestor* 


Daedalus, Vol. 88, No. Winter 1959, pp. 75-89. 


Defects education are never causeless, they are reflections 
weaknesses and shortcomings the national life. The danger lies 
confusing explanation with justification. explain defects not 
condone them. 

Fatalistic acceptance weaknesses education equally un- 
warranted. The educational system influenced, but not determined, 
social forces. all the institutions society (except possibly 
religion), education enjoys the greatest measure autonomy. The 
independence education from social pressures must defended not 
merely for the sake education but primarily for the sake society. 
Education almost the only force within society that capable, 
some measure, altering it. 

The school and the college have obligation society 
clog the friction their resistance those movements that tend 
toward intellectual and cultural degradation. American education can 
reshaped sternly resisting certain forces society and de- 
liberately enhancing the strength others. The duty American 
educators make the discriminations that are necessary social 
forces are directed revitalize American education, and 
through education, American society. 

the last analysis, there are three areas such great concern 
both young people and society that every organized community 
provides some form deliberate, self-conscious training for them. 
First all, even the most primitive society there training for 
the practical tasks which the livelihood all depends. the 
second place, every society provides elaborate means indoctrinating 
its young members its mores, for transmitting them its cultural 
traits and its ethical system. the third place (though perhaps only 
societies that call civilized), deliberate training provided the 
use the intellectual tools that the civilization has developed. Until 
recent times, such training has been provided only for minority. 

Each these three kinds training closely related one 
another institution group institutions. Intellectual training the 
distinctive function the school. 

enormous and rapid extension the functions supposed 
functions the public schools obvious fact contemporary 
American education that the point doesn’t call for elaboration 
demonstration. The responsibility the school supposed extend 
all the areas which society has customarily furnished some form 
deliberate training. The threefold differentiation considered 
inappropriate modern, democratic educational thinking. Those who 


*Professor History the University Illinois. 


defend the American concept indefinitely extended responsibility 
for the school not argue that the United States was obliged 
accept this view the school, but that the nation was wise accept it. 

Whether the choice was and wise remains the central 
question. really necessary desirable for the school expand 
its responsibility this matter? fact, the school capable dis- 
charging such extended responsibility? Can perform the tasks in- 
volved without fatally neglecting its primary social obligation that 
providing intellectual training? 

Young people are under the supervision the school for certain 
hours addition those for which classroom work scheduled. 
During these hours, many kinds extracurricular activities can 
carried on. The dominant educational philosophy the United States 
today, however, repudiates this distinction between curricular and 
extracurricular activities. Its spokesmen are saying that the school 
part the curriculum should undertake accomplish wide-ranging 
social objectives addition intellectual training. For great masses 
students, this philosophy asserts, the pursuit such other objectives 
may properly replace intellectual training. 

genuine democracy the school system provides this kind 
intellectual training for all its citizens instead for selected few. 
nation permits something else substituted for intellectual 
training the upbringing substantial groups its citizens, then 
more democratic its educational system than any other 
country that relegates part its population inferior status furnish- 
ing that part with inferior education. Intellectual training for some 
the people, vocational training and life-adjustment for the rest, 
the epitome class-structured educational philosophy. 

The responsibility for defining the primary purpose any institu- 
tion professional responsibility devolving upon those who already 
understand the matters with which the institution deal. Educa- 
tional advancement ground halt when educationists deserted the 
ideal disciplined intelligence and accepted the fallacious notion that 
the character and content school programs should determined 
the immediate, uncriticized, short-sighted demands those so- 
ciety who had least comprehension what education was for and how 
accomplished its ends. 


THE EXECUTIVE PERSONALITY Ephraim Rosen* 


Personnel, Vol. 36, No. January-February, 1959. pp. 8-20. 


Personality traits are now widely regarded being less im- 
portant than intelligence and skill determining how well execu- 
tive does his job and his potential for further growth. 

Psychologists for some time have been engaged evaluating the 
executives several large corporations attempt acquire 
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more adequate knowledge what executives are actually like. The 
tests used this survey fall into three general categories: intelligence 
and aptitudes, interests, and personality. The results tests lead 
the following conclusions about general personality traits. The median 
executive intelligent especially his handling numbers and 
spacial relations, and his understanding words. Executives are 
for the most part mentally healthy. Furthermore, most executives 
show marked defensiveness, strong control, relative lack insight into 
themselves and their motivations, and tendency shy away from 
too much self-analysis. key characteristic the executive the 
way identifies with his organization its gain his gain. Within 
the organization his main value the ideal personal growth. The 
executive wants higher up, prove himself and others 
that capable holding higher position. Money and power 
are the symbols his status rather than its central properties. 

This identification with the organization and ideology personal 
growth and status are accompanied set auxiliary traits and 
values which combine form highly coherent psychological struc- 
ture. First, the executive ambitious. Second, values competition 
highly. Third, the executive has great faith communication. His 
favorite problem-solving tools are the memorandum and the meeting. 

his attitude toward others, the executive highly positive. 
regards good thing meet strangers, find out something 
about them and communicate something himself. Consistent with 
this attitude his marked emphasis “belongingness.” His need 
belong further reinforces his control, for uncontrolled behavior may 
lead rejection others. This seen further his attitude toward 
his family, religion and politics. 

Although the typical executive’s personality coherent and con- 
ducive good adjustment, there lack solidity his life that 
may lead breakdown. When his most common defense mechanism, 
denial, fails, there real danger loss control. The roots the 
executive’s ambition are another contributing factor the danger 
potential breakdown: there deep fear failure. Most executives 
who develop symptomatic reactions are nevertheless able continue 
working. Such difficulties usually stabilize short disrupting the 
executive’s effectiveness. 


YPO Enterprise, Vol. No. February 1959, pp. 3-6. 


Though there are areas where obsolescence natural, planned 
obsolescence depends for its success distortion basic values, 
turns its back honesty and denies the responsibility today the 
future. pretty important that ask ourselves whether are 


*Presented the 14th Annual Design Conference the American Society 
Industrial Designers. 


Hauserman Co., Cleveland, Ohio. 


permit the slums tomorrow planned the drawing boards 
today. 

There are those who see intentional obsolescence products 
good thing. There are others who, through ignorance, have real 
understanding what the proper use materials should and what 
value really is. The first group are the cynics: Let wear out out 
style hurry —that way sell the same customers again 
tomorrow. This the way full production. Ethics, honesty, respon- 
sibility the customer don’t add the bank statement. 

Does this mean that have close our eyes style and beauty? 
Quite the contrary. must take our position with the great designers 
and architects who have always insisted that aesthetics not matter 
superficial ornaments, nor matter changing tastes and whims. 
Beauty built you go. Aesthetics must important 
Americans the materials use make our products. wedded 
production; cannot divorced from it. must retain our 
dedication quality, standards and integrity. And must 
prepared sell our ideas vigorously have ever sold our 
products. 

There are lot customers who are susceptible blandishments 
the apostles planned obsolescence. Our job communicate 
with these people. got show them where they left the right 
path sensible judgment. For instance, any sales situation you are 
bound encounter the word “economy.” Though the word may have 
variety meanings, the customer producer who accepts the 
wrong definition can disastrous situation. Customers cannot 
expect the advantages economy refusing accept the real 
definition the word. The quality product is, the long run, the 
most economical one that can bought. know this and must 
find ways convince our customers that this so. 

The second group “obsolescence” followers are those who fall 
into this danger from lack planning. However, whether deliberate 
unintentional, planned unplanned, obsolescence takes money from 
our pockets. 

Man intends around while else would not building. 
long builds that belief, there reason hope for better 
and brighter tomorrow. 


THE LATEST SOVIET ECONOMIC PLAN AND GROWTH 

Joel Darmstadter* 

Looking Ahead, Vol. No. 10, January 1959, pp. 4-5. 
Premier Khrushchev has spoken enthusiastically war fought 
the form peaceful competition between two economic systems. 
The Soviet view this contest was spelled out new seven-year 
economic plan: “The superiority the USSR the speed produc- 
tion increase will create realistic basis which will enable our country 
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the course approximately five years after 1965 catch with 
and surpass the per capita output level the United States.” 
Massive government capital investments nearly $500 billion over the 
seven-year period are supposed support this ambitious development 
program. 

The Soviet blueprint calls for sober reflection, not for outright 
disbelief undue anxiety. How realistic are the Soviet 
evitably, statistical cautions must precede any such evaluation. One 
difficulty the use exchange rates, another the linking Soviet 
production goals items susceptible fast growth. Furthermore, 
Soviet investment can directed into high priority sectors the 
economy, which are themselves instruments still further growth. 
Finally, ought take account least one significant difference 
between Soviet and Western statistical concepts. The Soviet gross 
national product excludes the value most services. These play 
significant part our national accounts. Western statisticians could 
impute the value Soviet services, the gap the Soviet GNP cur- 
rently estimated about percent ours would not seem large. 

recent Soviet performance, rather than comparative claims, 
used guide, the Khrushchev projections are not outlandish. The 
point is, however, that past performance unreliable indicator 
future potential. This especially true the Soviet economy, which 
faces some formidable obstacles the next few years. Labor be- 
coming scarcer, and increased reliance must put productivity 
increases. Here, however, the Soviet educational effort expected 
bear fruit. Natural resources, while considered abundant, require 
greater capital investments and more time for efficient utilization. 
Soviet agriculture still fairly weak link. Balancing the pros and 
cons scarcely allows one make intelligent guess what the 
real rates growth will perhaps GNP growth rate less 
than percent. 

The basis for the prediction that the Soviet Union will surpass 
the per capita output the United States during the period 1965-70 
is, however, quite incomprehensible. The Soviet Union could match 
the total output only the assumption that the United States 
fails grow itself. reasonable full employment growth rate will 
keep GNP comfortably ahead the Soviet Union’s during the 
next fifteen years. The Soviet claim exceeding per capita out- 
put within five years after 1965 is, therefore, preposterous. 

should not minimize, however, the ideological implications 
Soviet growth rate considerably excess ours, particularly its 
tangible manifestations. The Soviet Union addresses itself the plan 
documents the question thoughtful Asians have been known ask: 
“What must sacrifice order insure faster rates growth?” 
The Soviets answer: “Only the Socialist revolution has made pos- 
sible for the Soviet Union change backward and semi-illiterate 
country into leading industrial power.” 


MANAGEMENT RAIDS AND PROXY FIGHTS 


Brainerd Chapmen* 
Public Relations Journal, Vol. 15, No. January 1959, pp. 17-19. 


Proxy fights can prove fatal their first symptoms aren’t prop- 
erly diagnosed and sound and prompt action isn’t taken. com- 
pany vulnerable raid worth more than its stock selling 
for. the outsider doesn’t have enough money buy control, 
must convince enough stockholders along with him. will 
need telling arguments back his raid. These are the facts 
which give rise such arguments: poor earnings; inadequate divi- 
dends; high executive expense accounts; lucrative stock options, gen- 
erous bonuses and fat deferred compensation agreements; rising 
market; low-priced stock; management not owning controlling 
much such stock; normally small turnout the annual meeting; 
the board directors consisting largely management. 

After determining management’s vulnerability, the next job 
detect the proxy fight before starts. This isn’t easy, because 
this stage secrecy will cloak the movements the opposition. Telltale 
signs are: 

increased volume trading. 

rapid rise price probably reflecting persistent buying 
which not consistent with the composite averages stock quotations, 
the stocks other companies the same industry, which not 
justified earnings, dividends likely future developments. 

increasing amount stock held “street” names. Whether 
the purchaser friend foe cannot uncovered. 

time lag between sales and transfers. This another device 
keep management the dark not revealing who the buyer 
until his broker delivers the certificates for transfer. 

Having detected the insurgent’s preparations, the next job for 
the management prepare its own program: Analyze the stockholders 
and learn their attitudes. Find out who the opponents are. addi- 
tional shares are purchased make arrangements with brokers and 
bankers. Anticipate some the changes which the opposition likely 
make and take steps make any corrections which are justified. 
employees are solicit individual shareholders, soliciting organiza- 
tion must set and trained. Give considerable thought the 
annual quarterly reports shareholders and proxy letters and the 
proxy form. Have strong slate directors and desirable issues. 

company’s stock sells for what it’s worth, raider won’t 
able get something for nothing. seeing that stock does 
sell for what it’s worth, management will avoid stockholder discon- 
tent. fairly priced stock indication good company, with 
competent management. Stockholders like good companies and com- 
petent managements, and they’re not likely start support proxy 
fight against them. 
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NEW ECONOMIC STRATEGY Barbara Ward* 
The Atlantic Monthly, Vol. 203, No. February 1959, pp. 56-60. 


Though steps have been taken which could lead sustained inter- 
national development policies, the moves leave wide open the question 
whether they are lead program large enough and permanent 
enough deserve the name new economic strategy. fact, 
Congress, the majority opinion was not particularly well disposed either 
the enlargement the Development Loan Fund the separation 
economic from military aid. Yet both moves are clearly first 
importance any sustained program economic development. More- 
over, the evidence suggests that the West’s somewhat greater readiness 
sponsor new economic policies recent months does not spring 
from any considered Western estimate world need, but one more 
reaction Communist pressure. 

How has this curious situation arisen? The loss initiative 
recent years springs from two the deepest misconceptions that can 
entertained: the Western nations have mistaken the nature the 
world which they live and result, they have real desire 
act all. Thus, before there any discussion concrete policies that 
the West might pursue restore its position, necessary persuade 
the West that the world which they feel would roll merrily along were 
not disturbed Communists the contrary world deepen- 
ing revolution. Only this reality accepted can the Western powers 
push safely on. 

The only hope avoiding catastrophe the wake such popula- 
tion expansion the world now experiencing rapid industrializa- 
tion the rest the world. But the obstacles are formidable indeed. 
the Atlantic area, margins for the saving needed underpin in- 
dustrialization were available, part because vast endowment 
coal and iron, part because large reserves empty land. Asia 
the mineral endowment smaller scale, and there spare 
land. Again, the West, industry and science did not break over- 
night almost revelations. They grew steadily society wide- 
spread means and education. Asia and Africa and large parts 
Latin America, this preparation has been wholly lacking. Above all, 
modern industrial society was built the West when Western power 
was virtually unchallenged. But Asia and Africa have modernize 
between the competing enmities the cold war, the restless probings 
one set powers, and the uncertain ripostes the other. 

This the context within which assess the true challenge 
Communism. Communism the cause none the world’s contem- 
porary revolutions. The significance Communism that time 
extreme flux offers the world series molds into which the 
released energies may flow. offers formative ideas the inchoate 
energy change. Above all, the leaders Communism link all their 
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separate cajoleries more abundant life, social revolution, economic 
equality) together within broader picture world liberation, unity, 
and brotherhood and derive from it, from religious faith, the 
energy and dedication include all mankind within the scope their 
plans and efforts. 

contrast, there not single Western initiative that embraces 
change. our contemporary world, short, the idealists the West 
appear think nothing beyond their material interests, while the 
materialists the East seek remake the earth the force their 
ideas. The greatest irony that the Western powers could bring 
themselves see the need recovering the initiative, they would have 
little difficulty evolving effective policy for doing so. 

The fact that much the theoretical groundwork has already 
been completed, for the reason that the revolution process today 
practically determines its nature the sort policy that could 
pursued. Only intensive modernization can create the resources 
feed and clothe the new multitudes. Modernization turn depends 
entirely upon the ability accumulate more capital than consumed 
daily living. Here, then, the core policy help the world 
save and, political terms, without the discipline Com- 
munism. the field trade, the need for higher working reserves 
underpin world commerce. the sphere capital the need 
assess the underdeveloped nation’s need for external assistance, over 
and above its own capacity save, and provide capital appro- 
priate forms, among them commercial loans. 

Once the decision act taken, there are useful precedents. For 
instance, the United States government might repeat the technique 
which was used successfully previous experiment international 
cooperation: the United Nations, arranging meeting interested 
nations, led them agree aims and persuaded those who could 
afford pledge one per cent national income finance the or- 
ganization which was restore the ravages war. This approach 
would have the incidental advantage compelling the Russians 
make their attitude clear. they not want cooperate they will 
obliged withdraw. If, the other hand, they hesitate flout 
world opinion and stay in, the result will least some measure 
international control over the program assistance. 

further advantage using international approach that 
make such experienced institutions the World Bank and the 
International Monetary Fund the chief agents policy. would 
probably necessary create one new agency International 
Development Authority cover long-term, low-interest-rate loans, 
but most other fields appropriate agency already exists. The 
new policy itself would require more new machinery than small 
steering committee. 

the central purpose Western policy were now work side 
side with other peoples the tasks modernization, then, indeed, 
the climate world opinion could remade. 


SIX MAJOR CHALLENGES FOR PERSONNEL ADMINISTRATION FORESEEN 
THE Edith Conner* 


Office Management, Vol. 20, No. January, 1959, pp. 24-26, 166-168. 


The recession has long since disappeared from the head- 
lines. Its effects, though, far the office concerned, are still felt 

The office was shaken what had happened the industrial 
production lines. Management, part general reassessment de- 
signed preserve and protect profit margins, has been analyzing very 
carefully its entire office operation. 

Such analysis unearthed some very startling facts: that the office 
had gained personnel and functions over the years that its costs 
represented very substantial part company operating expenses; 
that many its procedures were antiquated, and all too many were 
entirely unnecessary; and that its cost control methods were inade- 
quate compared with those the factory. 

Such streamlining company operations followed will not 
short-lived. The office, other words, has every reason look toward 
the future with confidence. 

There only one flaw this picture. essence, the relative 
quality and ability personnel will always much more important 
factor office than assembly line. And the quality 
the personnel will employing the years ahead, the sources its 
supervisors, the changes that may occur the age groups which staff 
all these factors are vital concern the office, and may very 
well affect sharply its whole way operation, its methods selection 
for promotion and its application discipline. 

Basically, the six main personnel problems the office might begin 
thinking about terms the future are these: 

The potential the “war babies” teenagers 
office workers. Today’s average teenager complete conformist. 
That fine old American institution, the adolescent set challenge all 
defense his own individual ideas, seems increasingly rare. 

The certainty that 1965 the 25-34 age group, for both men 
and women, will considerably smaller than was 1955. This 
problem relates directly the problem what kind workers the 
war babies will make and what kind supervisory problems they will 
create. such new workers present problems both terms 
resistance authority and lack initiative that seems possible they 
will, the office will have two main solutions open it: increase the 
ratio supervisors employees, institute much more rigid 
system direction for all office workers. 

The increasing competition the search for potential execu- 
tive talent and the increasing doubts about the best sources for that 
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talent. More and more companies are finding that they have plenty 
qualified specialists the middle management ranks, but far too 
few men with broad enough educational background, outside their 
specialties, move top executive status. All signs point 
strong possibility that past methods recruiting potential 
executives may have sought too little mixture different kinds 
abilities and backgrounds. 

The fact that women workers, the largest part the average 
office’s strength, will drawn increasingly from married women 
the post-35 age group. continued increase the number such 
women will have decided effect the entire office personnel pic- 
ture, and most standard personnel practices have known them 
the past. 

The fact that the search for executive talent, and the coming 
dearth men the 25-34 age group, will probably force more and 
more offices let down their bars against promoting women 
executive positions. This will mean reassessment many the 
standards, principles and prejudices which the office has applied 
through the years. 

The unions are beginning look the office stronghold 
that must taken. concerted union drive organize clerical 
workers would bring whole host new personnel problems, 
regardless whether not the drive were successful. 

The office personnel function during the next twenty years will 
affected some very profound social changes, but will also face the 
most important role has ever been called play. 


SOME LIMITATIONS OPERATIONS George Odiorne* 


Michigan Business Review, Vol. 11, No. January 1959, pp. 3-10. 


the term used here, “operations research” refers those 
mathematical techniques developed during World War military 
operations sharpen strategy and tactics the face uncertainty. 
These techniques were subsequently modified fit industrial problems. 

includes such techniques linear programming, queueing 
theory, monte carlo method, simulation, and other methods reducing 
uninsurable risks managerial decision-making. also has attracted 
hard selling group talented amateurs who propose the new 
“Science Management.” 

The key method the man make mathematical model 
the system, relating the certainties and uncertainties any situation, 
order measure and assign relative success rankings possible 
solutions. 

How much reliance can the general manager place mathe- 
matical methods managing? 

The movement has certain basic assumptions about science, 
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mathematics, human nature, and the purposes business, which have 
bearing upon its chance success modifying management 
methods. 

mathematical theory they tend toward mathematical 
models. Basically they assume that management processes can 
described and predicated mathematically. 

scientific philosophy they are “logical positivists” and act 
upon the assumption that every area management “closed 
science” which capable generalized mathematical description 
through models. 

The computer seen instrument which will implement 
the installation these mathematical models. 

They assume the language business accounting. This 
includes the conventional accounting definitions cost terms 
fixed value dollars and profits the difference between expenses 
and income during any stated fiscal period. 

The purposes business they assume measurable 
terms accounting profit, distributable stockholders first, other uses 
follow. 

their theory human behavior they are philosophical 
hedonists. They assume men quite like Adam Smith and 
Ricardo’s “economic man.” Rationality, key term their system, 
assumes that man will act obtain the things that have value him. 

social philosophy they are conservatives, tending toward 
older, property-centered philosophy. this converts into management 
theory, they place little confidence new-fangled participative 
methods. 

view the essential role mathematical model building 
OR, the general manager might take closer look the field 
Applied Mathematics. 

One the major reasons for feeling that business and advanced 
mathematics are not always compatible seen lying the inade- 
quacies mathematics instrument for control business. This 
especially true such management areas organization planning, 
policy-making, delegation, labor relations, customer and public rela- 
tions, and decision-making. 

flaw the use mathematics for managerial decision-making 
occurs when look quantification the spine mathematics. 
quantifying identify objects classes according common 
similarity. When choose “number” the common property 
people things, assume that uniqueness not important. 

Yet manage people with the basic assumption that individ- 
uality and uniqueness are not important, tread path that leads 
goals and conclusions that become quite unsatisfactory. 

Even the de-humanization management weren’t important, 
would find that the mathematical methods themselves there are 
improprieties reasoning. 


One fundamental flaw appears two the favorite tools the 
Linear Programming and Game Theory. men fre- 
quently are forced oversimplify, the extent that they often fall 
into the chain reaction “simplification oversimplification false- 
hood.” 

linear programming they most often make mathematical 
models which avoid “inequalities.” The theory consumption 
linear programming, for example, most often expressed 
“equality,” that total consumption equals the budget allowed. This 
skirts the very real problem inequalities which are caused satiety 
general reluctance buy. 

The purpose game theory find mathematically complete 
principles which define rational behavior for participants com- 
petitive situation. This game theory should point out system which 
affords superior position rational behavior over any kind, includ- 
ing irrational behavior. Yet there evidence that enough irrational, 
biased innocent people are caught competitive situations throw 
out numerous occasions all the basic assumptions game theory 
set “mathematically complete principles” for business com- 
petition. 

But these mathematical tools are new and admittedly need more 
work before they are perfected. How about probability sampling? 


Every businessman takes risks regularly upon the basis hypoth- 
eses. Through probability theory men enter the complex field 
business and commerce and reduce the risk describing where 
the probabilities success and failure lie. What this probability 
which the man wields? 

Most men first define mathematical probability, which 
can defined the relative frequency events phenomena within 
class phenomena called “population.” Other philosophers prefer 
use the term meaning measurement the chances that some- 
thing true. important reconciliation the differences between 
these sometimes conflicting instruments statistical and inductive 
probability has yet been proposed. 


For the workaday manager whom the niceties and ramifica- 
tions statistics are unintelligible, such can only serve ramify 
his intuitive hunch that all not procedurally perfect statistics 


Because Operations Research being used successfully some 
specific technical business-related areas, easy step generalize 
that but jump general system management which the 
over-all management process considered feedback system. There 
is, however, evidence whatsoever that would lead believe that 
the natural state management which consists “getting things done 
through people” subject anything more than tautological descrip- 
tion using the presently available tools mathematics. 


SPENDING OURSELVES RICH 


First National City Bank Monthly Letter, January 1959, pp. 3-7. 


The Bureau the Budget, under the President’s direction, has 
been assembling something close balanced budget for the fiscal 
year 1960. This bold proposal has been received with some skepticism. 
Though leaders both parties have lamented the current $12 billion 
deficit, one has had much hope balanced budget fiscal 
revenue figure $77 billion would require boom conditions 
business which may may not realized. addition, curtailing 
expenditures billion from fiscal 1959’s soaring $80 billion runs 
head-on into the disposition the Congress add new spending pro- 
grams and increase old ones. 

The Democratic Advisory Council (DAC), under the intellectual 
leadership Leon Keyserling and John Kenneth Galbraith, issued 
policy statement which described the “Democratic Task During the 
Next Two Years” mainly terms more federal spending and sub- 
sidizing. The statement puts its primary emphasis stimulating 
economic growth measured the “GNP” the gross dollar value 
national production. The aim, said, should achieve growth 
per cent every year inflation. 

The wisdom reaching for per cent growth GNP every year 
open question, especially since the norm has been 2.9 per cent 
year. seems particularly fanciful when one considers the growing 
attachment people for easier pace. The DAC has proposals 
for radical income tax rate deductions make increased effort more 
rewarding. has projects crack the whip and make people 
work harder and longer. Indeed, Professor Galbraith renowned 
advocate taking easy. Without substance sweat, per cent 
every year sedentary dream. 

There doubt can achieve per cent year with the 
opiate price inflation. have done it. The moral, however, 
that over-eager effort force real growth spills over into illusory gains 
from depreciating money. such illusory gains which the infla- 
tionary DAC program has promise. 

The DAC assures that inflation government spending will 
speed economic growth, stop price inflation, balance the budget, and 
even reduce the role government our lives. The reasoning runs 
like this: 

The Federal Government, tapping the tills the Federal 
Reserve banks borrow low cost, will put more money circula- 
tion; 

With more money, people will buy more goods; 

More people will hired increase production 

Manufacturers and merchants will make larger earnings 
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unchanged prices while paying higher wages because higher rates 
activity will spread overhead costs; 


Business, also tapping the cheap money till, will spend more 


expand and improve facilities, thus shaving costs and speeding 
economic growth; 


Increased incomes and profits will sharply increase tax reve- 
nues and balance the budget; 


Private enterprise will stimulated increased govern- 
ment spending that the proportion government spending the 
GNP may even decrease. 


The whole intriguing analysis starts out from the observation that 
there exist today resources for added production. Though there 
excess plant capacity many lines and however many machines and 
tools may have, there production without men use them. 
recent months people available for work have been officially esti- 
mated around 71.4 million, whom 3.8 million were numbered 
November unemployed. 

low unemployment figure really means that labor scarce, and 
that employers are being forced raise wage offers get people, 
passing higher costs higher prices. How far unemployment may 
pushed down without accelerating inflation debatable: Mr. 
Keyserling suggests 1,500,000 while Senator Paul Douglas feels any- 
thing below per cent 4,200,000 would hazardous. must 
further observed that every year which unemployment has averaged 
less than 2,800,000 has been year rising prices. Even could 
safely bring the figure down from 3,800,000 2,800,000, the 1,000,000 
would add less than per cent the labor force. This not much 
slack. 

doubt acceleration federal spending could stimulate private 
spending. Think the demand for cars that would created the 
Government were add million people its payroll, with with- 
out work do, $5,000 year. The billion year injected into 
the spending stream would powerful stimulant indeed. But since 
the available slack the labor force would have been absorbed, added 
manpower would lacking increase production consumers’ 
goods. experience any guide, employers would raise wage offers 
competitively hold and enlarge their working forces, and likewise 
raise prices cover costs and profit (like labor) from sellers’ 
market. 

inflationary enlarge government spending, introduce 
artificial cheap money policies, try push GNP growth per 
cent, and create conditions labor shortage. The DAC formula 
brief formula self-deception. many other governments 
have discovered the postwar period trying too much, spend too 
much, tax too much, and control too much spells inflationary disrup- 
tion orderly work and progress. 


THE STARTLING IMPACT PRIVATE PENSION FUNDS* 


Business Week, Number 1535, January 31, 1959, pp. 88-105. 


The search for economic security has produced private pension 
funds. They already wield enormous economic and social power. Yet 
their growth has been fast and hodgepodge form that the law- 
makers, the courts, and business generally haven’t really sized the 
dimensions importance this new giant. 

The only features common just about every plan operation 
today are those imposed the Internal Revenue Service under its 
yardstick for tax exemption. They must: include substantial per- 
centage employees and not discriminatory, writing and 
communicated employees and intended permanent plan, 
calculate employers’ contributions and workers’ benefits some sort 
actuarial basis, make impossible for funds revert back the 
company. 

Business seems have found the funding method financing 
pension obligations major key its financial problems. Funding 
can accomplished two major ways: putting contributions into 
trust fund, taking out insurance policies its prospective 
pensioners that will provide annuities their retirement. The com- 
petition between these two types funds means, effect, battle 
between the banks and insurance companies that administer them. 
Insurance companies have been losing ground the non-insured plans. 

The rapid climb the pension funds raising host new 
management problems. One the most ticklish problems the ques- 
tion investing pension funds employer’s own securities. Many 
companies are against such policy, and most bank trustees feel that 
anything more than very modest investment this sort would 
unwise. even thornier question that buying securities com- 
petitor firms. 

the power individual funds seems far from fearsome, when 
you lump them all together the question looms larger. Most pension 
trustees are well aware that the public ever gets the idea that pension 
funds have undesirable influence corporations, government 
regulation would the cards. Already, there has been talk 
creating new non-voting stock for purchase pension funds. 

Perhaps the toughest issue management has come grips with 
vesting. Vesting permits employee who leaves the company before 
normal retirement age take with him part all the pension funds 
set aside for him his employer. 

Many problems will have thrashed out the next few years. 
Some trends seem clear. Pension plans are bound cost more. The 
concept “portable pension” will spread. It’s also obvious that 
management’s freedom action will further curtailed unions, 
legislatures, the courts. 
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